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Please Join our Regional Gathering

in Colorado Springs
Phantom Canyon Brewing Company — 6 PM — Sept. 25th
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Balanced Approach to Address the FY 2025-26
Budget Shortfall Due to Federal H.R. 1

Governor Jared Polis
OSPB Director Mark Ferrandino
Thursday, August 28, 2025




Changes to federal tax policy in H.R. 1 are
immediate and significant with a $1.2B
negative impact to state revenues in FY

2025-26. The impacts on state expenditures

from reduced federal funds starts small and

grow over time with the largest impact in the
out years growing to nearly $1B.



TABOR surplus and budget balancing
compared to OSPB June Forecast

Updated TABOR Surplus Estimates following H.R. 1. in $M

{$millions) FY 2024-25
June 2025 O5PB Forecast TABOR. Surplus +5224.0
H.R. 1 Federal Tax Policy Impacts {midpoint) 50
GF Impacts from H.R. 1 0
Impacts to SEF/123 Diversions from H.R. 1 50
Change in FATC/EITC Triggers from June Forecast 50
Updated TABOR Surplus Estimate w/ impact +%$283.2*

of H.R. 1 {GF non-exempt only)

FY 2025-26 FY 2026-27
+$289.0 +4£536.4
-$1,203 -$679

-$1,031.2 -$612.8

-$171.8 -$66.2
$0 +$487.8
-$742.2 +$411.4

*Updated TABOR. surplus estimate for FY 2024-25 includes June revenue actuals received after the June 2025 forecast publication.

- In the June forecast, the General Fund in FY 2025-26 was estimated to be in a deficit position of $40.9M (0.2% drop
in reservej: This estimate would have likely led to a balanced budget aﬂer r::::nmdermg reversions, whlch are ~$EDM

in a ‘normal’ year. Due to revenue impacts from H.R. 1,

of $783.1M, after combining the prior position with $?42 2M Iess GF retained by the state
- Family Affordability (FATC) and Expanded Earned Income (EITC) tax credits were assumed to be fully available in
Tax Year 2027 in the June forecast, but the revenue loss from H.R. 1 turns these off. 3



After incorporating H.R. 1’s impacts, there is not
sufficient reserve to cover a moderate recession

*» (OSPB estimates that the revenue impacts
Reserve as a Share of GF Appropriations of H.R. 1 results in an estimated 10.0%
reserve in FY26 and 6.8% in FY27 if no
Gl actions are taken to address impacts.

June Forecast

» Sufficient reserve is needed in case of a

downturn in the economy. In the June

10.0 forecast, OSPB estimated a 50% chance of
a recession. Additionally in June, OSPB
provided a moderate recession scenario
with a 25% chance of occurring that would
lower the reserve by $1.6B this FY.

I * Therefore, under a moderate recession,
the remaining 10.0% reserve in FY26

gi;.__i_é"fnderate would be required to cover the revenue
shortfall this year.



H.R. 1 Ongoing Budget Impacts

This table shows growing costs due to H.R. 1.

Largest costs are: $1.000
e SNAP Match and
Administration

e HCPF Work
Requirements
and 6 month
Eligibility

e Assumed backfill
of Hospital
Provider Fee

$750

$500

$250

H. R. 1 General Fund Cost (M)

$0 ||
FY 25-26 FY 26-27 FY 27-28 FY 28-29 FY 29-30 FY 30-31 FY 31-32



Other known impacts to FY 2025-26 Budget

HCPF Overexpenditure, $43.5M net after $21.5M
reversion. Main drivers are long term services and

supports, including
o Home and Community-Based Services (HCBS) Waivers
o Long Term Home Health

HCPF/DHS H.R. 1 costs, $3.3M

Combined with the $783.1M, the new amount below
the 15% reserve is expected to be $829.9M

In addition, we expect $10-20M in September 1331
from three different agencies (DOC, DPA and CDPHE)



Balanced approach that implements fiscal
solutions, spending reductions and measured
use of the reserve to address the FY 2025-26

Budget Shortfall Due to Federal H.R. 1



Special Session Actions

o Fiscal Impacts, not including income diversions, total
$245 2M:
HB25B-1001 Qualified Business Income Deduction Add-Back

($41.4M)

e HB25B-1002 Corporate Income Tax Foreign Jurisdictions ($32.1M)

e HB25B-1003 Insurance Premium Tax Rate for Home Offices
($44.1M)

e HB25B-1004 Sale of Tax Credits (total $200M in sales, with $100M
support to the GF)

e HB25B-1005 Eliminate State Sales Tax Vendor Fee ($27.6M)

e After special session actions, the revised amount below a
15% reserve is $584.7M




Basis for Spending Reduction Decisions

Consider previously proposed reductions

Analyze FY 2026-27 Department savings proposals
Realize savings from expected reversions due to lower
spending

Preserve K-12 education and public safety funding

Assess short and long term impacts

« Focus on addressing immediate shortfall

« Continue progress on long term structural issues

Limit reserve usage to no more than 2%

« Enable pay back over a number of years

« Limit significant budget pressure beyond that caused by H.R. 1



Transfers and Cash Fund Impacts

OSPB will submit supplemental budget requests to the
Joint Budget Committee for a total of $146.7M in cash
fund transfers to the General Fund

10



OEDIT $105M Proposition 123 Transfer

e OSPB and LCS July interim presentations to the legislature project FY
2025-26 state revenues below the TABOR cap
e \oter approved measure language allows for a reduction in the
income diversion amount when state revenues are below the TABOR
cap
« Current statute 29-32-104 (5) allows for a reduction in FY 2025-26
only if the LCS March 2025 forecast for FY 2025-26 is below the
TABOR cap; given the unforeseen H.R. 1 impacts the Governor
recommends expanding statute for the trigger language to account
for other changes in expectations
« OSPB forecasts a $307.7M FY 2025-26 Prop 123 diversion, of which
$184.6M would be OEDIT’s share (before the transfer) to expend in FY
2026-27
« After the transfer, the $79.6M remaining for OEDIT to expend towards
Prop 123 goals will be tailored towards maximizing federal match dollars,
housing tax credits, and ensuring we hold gap financing opportunities
harmless



Transfers to the General Fund

. OEDIT

e $4M from CLIMBER (Colorado Loans to Increase Mainstreet
Business Economic Resiliency).

e (CLIMBER is a COVID era small business revolving loan recovery
program that has focused on funding small businesses. The Small
Business Recovery and Resiliency Fund has additionally begun to
support affordable housing projects in coordination with CHFA.
Sufficient unencumbered fund balances amounting to $4M are
available to sweep to support GF deficit.



Transfers to General Fund

CDHE $9.2M from College Invest due to fund balance that
exceeds demand
CDLE $5M from the Disability Support Fund due to revenues

and fund balance that exceeds spending authority

CDPHE

« $3.0M from the Mobile Home Park Water Quality Fund due to
available fund balance without impact to current year operations

¢« $4.0M from the Community Impact Cash Fund due to balance and
growing annual revenues that exceed spending authority and
change in waterfall from 80% to 100% on July 1, 2025 that will
increase revenues even more

« $4.0M from the School and Child Care Clean Drinking Water Fund,
leaving $10M available for completion of current program and
potential expansion



Transfers to General Fund

DOLA $3.3M from the Local Government Severance Tax
Fund due to increase in FY 2024-25 severance tax revenues

DNR
« $1.7M from the Severance Tax Perpetual Base Fund due to increase

in FY 2024-25 severance tax revenues
« $1.7M from the Severance Tax Operational Fund due to increase in

FY 2024-25 severance tax revenues
HCPF $0.5M from MTCF due to % reductions of SBIRT
training grants for screenings related to substance use
Statewide $5.4M from the Refinance Discretionary Account
of the ARPA Refinance State Money Cash Fund (originally
$15.4M held for balancing before HB25B-1006 used $10M

for HIAE)




Spending Reductions

OSPB will submit supplemental budget requests to the
Joint Budget Committee for a total of $105.5M to reflect
the Executive Orders



FY 2025-26 GF Reduction Plan by Agency

Pre Special Session

Growth % (24-25 vs Post Executive

Decrease from FY
2025-26

Department 25-26) Order Growth %
DOLA -12.76% -12.91%
CDPHE -5.83% -9.20%
DOR -2.20% -2.61%
CDHE -0.59% -1.34%
DHS 0.93% 0.80%
DOC 1.11% 0.76%
HCPF 7.10% 5.59%

Appropriations
-0.17%
-3.58%
-0.41%
-0.76%
-0.13%
-0.34%
-1.42%

Total Executive Branch (Under Governor Control)

CDHE negative -0.59% Pre Special Session Growth reflects a relocation of the State Forest Service budget lines to DNR, an one-time reduction in COP payment obligations of
54.4M and an one-time annualizing out of a technical one-time appropriation of 530M for H.B. 23-1246 Support In Demand Career Waorkforce program.

16



HCPF GF as % of State GF

Health Care Policy & Financing Growth

HCPF GF Accounts for a Growing Proportion of State GF

34%

32%

30%

28%

26%

24%

FY 2021-22

FYy 2022-23

FY 2023-24

FY 2024-25

FY 2025-26

Relative Growth, Indexed to FY 2021-22=100

HCPF GF is Growing Substantially Faster Than the TABOR Limit

200

175

150

125

100

- HCPF GF = TABOR Limit

FY 2021-22 FY 2022-23 FY 2023-24 FY 2024-25 FY 2025-26
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Health Care Policy & Financing Reductions

Reductions in provider rates and payments

+ $38.3M reduction by maintaining FY 2024-25 provider rates by
rolling back the 1.6% across-the-board provider rate increase
for FY 2025-26

o Other states are reducing their Medicaid provider rates

o Idaho will reduce reimbursement rates by 4% next week

o North Carolina will cut rates by 3% for all providers, with some receiving
8-10% cuts, and eliminate some services altogether, effective Oct 2025

. $3.8M reduction in incentive payments for Accountable Care
Collaborative and Behavioral Health incentives

« $3.0M reduction by adjusting Community Connector rate,
consistent with similar services



Health Care Policy & Financing Reductions

Reductions in provider rates and payments (cont.)

. $4.4M reduction by eliminating the nursing facility min wage

payment supplemental

o The supplemental payments were intended to address low prevailing
wages, but they are not necessary due to increases in the prevailing
minimum wage and will be underspent.

« $1.5M reduction in Access Stabilization Payments

« $2.5M reduction by shrinking the FY 2024-25 dental provider
rate increase by 43.6%.

. $2.7M reduction to adjust rates for pediatric behavioral therapy

PBT

(c:: Ugdates the benchmark analysis to include other states’ current rates
o Rates are adjusted to 95% of the benchmark rate

o PBT spending is running at 30% annual growth

Q

PBT for 6,000 children for FY 2024-25 exceeds spending for ER visits for
~400,000 members.



Health Care Policy & Financing Reductions

Cost Containment strategies to curb potential overuse of
services and align with best practice:

« $6.1M reduction by restoring Prior Authorization
Requests (PARs) for outpatient psychotherapy for

services that exceed clinical best practices
o Significant 17% increase in utilization when PARs were eliminated

« $1.7M reduction by limiting Definitive Drug Testing to
16 tests per year; additional testing will require PARs
. $7.0M reduction by implementing pre- and post-claim

review of all pediatric autism behavioral therapy codes

o Dramatic utilization growth and OIG audit raises significant risk of federal
clawbacks

o« Review providers and claims to ensure providers are credentialed and
licensed and services are necessary and appropriate

20



Pediatric Behavioral Therapies (PBT/ABA)

@vhacks are expected,
including for Colorado, after
Office o Inglpectnr General (OIG

National PB f/ABA provider audi
release this fall.

Drivers:

¢ Private equity provider behavior

e Requiring minimum patient
hrs/wk (ie: 20 to 40 hrsg

¢ Billing for uncredentiale
providers, naps, playtime

¢ Copying Electronic Health Record
(EHR) entries from patient to
patient, fake work billings

Potential Solutions:

e Policy & benefit design changes

¢ Address private equity behavior

¢ Advancing prior auth criteria

¢ Pre & post payment review

¢ Provider medical record audits
¢ Rollback of rate increases
¢ Additional fraud referrals

.

306%

1. 932

52,181

Cost per Participant per Average Monthly
Month Participants

Paid Amount

S51M

F¥18-19

increase in paid amount between FY 2018-19 and FY
2023-24; +61% paid trend/yr. +30% PMPM trend/yr.

2%
32,527

10%

18% 3 4565

19% 3,145
17% 2.668
2.251
29%
54,.BE&
17%
¢ 11% $3,783
15% 512-5333 3,242
52.51=2 .
32%
S5207hM
28%
319 $157mM
38% $122M
2% S94M
S68M

FYd2l-£22 FYZ2-23 F¥23-24
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Health Care Policy & Financing Reductions

Additional reductions

« $5.6M reduction by eliminating Continuous Coverage

for children to age 3

o CMS has indicated it will not provide federal match and will
not approve or review 1115 waiver

« $1.45M reduction in Individual Residential Services
and Supports (IRSS) rates to align with host home
rate

« Additional, smaller cuts amount to $0.6M

22



Higher Education (CDHE) Appropriation Reductions

. $9.5M (30%) reduction to the FY 2025-26 operating increase
for Governing Boards, Special Education Programs (SEP), Area
Technical Colleges (ATC) and Local District Colleges (LDC).

. $7.5M total operating cut across Governing Boards
. $1.5M total cut to SEP

. $0.2M total cut to LDC
. $0.1M total cut to ATC

. $3.2M (50%) reduction to limited purpose Fee for Service
(FFS) programs

Improve Healthcare Access for Older Coloradans

« Career and Technical Education and Apprenticeship Alignment
. Career Pathways

« Food Systems Advisory Council
. Support Educator Workforce

« Cybercoding Cryptology

« Rural Healthcare Track

23



Public Health & Environment (CDPHE) Reductions

e $2.0M appropriation reduction to Health Disparities Grants, which

results in a $4.3M total fund appropriation

e $3.0M appropriation reduction to Distributions to Local Public Health

Agencies, leaving $15.8M, which is well above pre-pandemic levels and
is well below reductions to DCPHR since the pandemic
Long Bill Distributions to Local Public Health

Disease Control and Public Health Response

1500

1000

FTE

500

0

270

Pre-pandeamic

(DCPHR)

Height of
pandemic

September
2023

Current

§20,000,000

§15,000,000

§10,000,000

$2,000,000

50

Agencies (LPHA)

HE‘

j_:'."
M
v

o
¢ ¢ {‘ -:." 'y {“ 'y .:2~
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Other Appropriation Reductions

DOC $3.7M adjustment to right-size Transgender
Healthcare appropriation based on actual spending
and anticipated future need with no cut to services.
CDHS $1.7M reduction to mental health hospitals.
These costs can be supported by existing patient
revenue.

DOR $0.6M in total administrative cost reductions
(Executive Director’s Office and DMV operating
expenses) that can be absorbed by the department
without impact to programs

DOLA $0.1M adjustment to reflect lower need for
Payments to OIT appropriation as building and
modernizing work transitions to operations and
maintenance

22



Balancing Actions Summary

26



Summary of Balancing Actions

Summary of Balancing Actions ($ Million)

Starting Position -$40.9
HR 1 -$742.2
HR 1 Administrative Expenses -$3.3
HCPF Over-expenditures -$43.5
Total Deficit -$829.9
Fiscal $245.2
Cuts & Balancing $252.2
Reserve Impact of Cuts $15.3
Total Balancing Actions $512.7
Remaining -$317.2
Reserve Adjustment $328.7

Final Position $11.6

Note: Money in excess of 13% reserve being held for expected September Emergency 1331s 27



By making spending cuts in FY 2025-26,
this leads to ongoing savings in FY
2026-27 to help reduce the budget hole
created largely by H. R. 1 reduced revenue
collections and the need to cover
homestead with GF in FY 2026-27.

28



Questions?

e

OSPB

i
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Thank You

www.colorado.gov/OSPB




Kevin Hesla




Sector Comparisons by School Count
2025 Preliminary SPF Ratings

100% -

. SPF Performance

-
20% » Based on preliminary 2025 ratings,

’ charter schools are 10 percentage
70% points more likely to achieve

performance ratings than non-
60% charter schools.
50%
40%
30%
20%
10%
1% 2%
0%
Performance Improvement Priority Turnaround

M Charter ™ Non-Charter @ O ARTIR SCHOOLS



Sector Comparisons by Enroliment
2025 Preliminary SPF Ratings

100% -

. SPF Performance

-
209 » Charter school students are nearly

’ 15 percentage points more likely to
70% attend performance rated schools

than non-charter school students.
60%
50%
40%
30%
20%
10%
0% 2%
Performance Improvement Priority Turnaround

M Charter ™ Non-Charter @ O ARTIR SCHOOLS



Charter Comparisons by School Count
2024 v. 2025 Preliminary SPF Ratings

100% -
90% SPF Performance
30%  The number charter schools

earning preliminary performance
ratings is up 3 points YOY.

70%

60%

50%

40%

30%

20%

10%

0%

Performance Improvement Priority Turnaround

M Preliminary 2024 M Preliminary 2025 @ O ARTIR SCHOOLS
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Key Goals & Impact

Developing Effective Charter Advocates

« Ambassadors: Cultivate confident advocates,
share stories, co-host lawmaker visits, and drive
community engagement.

« Champions: Build future leaders, offer training,
and amplify student voices in policy
conversations.

» Liaisons: Provide stipends and training for
Y gy leaders to shape legislative outcomes and
LS A 4 ; defend charter priorities.

COLORADO LEAGUE of
@ CHARTER SCHOOLS





https://coloradoleague.org/advocacy/charter-champions.html
https://coloradoleague.org/advocacy/charter-champions.html
https://coloradoleague.org/advocacy/charter-champions.html
https://tinyurl.com/y88jwwjk

Kyle DeBeer




Funding and Teacher Pay are the top issues facing Colorado Public Schools today

What would you say are the most important issues
or challenges facing Colorado Public Schools?

Funding 52% Mention
Teacher Pay / Retention / Support Funding/Resource

Resources and Materials Issues
Class Size and Overcrowding
Curriculum / Return to the Basics 27% Mention
Indoctrination / Ideological Influence Return to Basics
Politics and Political Agendas or Political
Quality of Education Agendas

Equity, Access, Students with Disabilities
Safety and Security
Parental Involvement
Administrative Costs
Discipline

Open-ended responses coded into multiple categories

S EARCH =

KEATING CLCS Colorado Statewide Poll — August 2025




Voters need more information about charter schools: they’re public, not private, tuition
free and open to all students

Now I’'m going to read a little bit about charter schools.
Unfavorable

The state of Colorado describes charter schools as

public schools operated by not-for-profit organizations

led by parents, teachers, and community members. 7

Charter schools are not private schools and not

religious schools. Just like neighborhood schools,

public charter schools are tuition free and open to all

students. Charter schools are accredited by the state

and have some independence from the local school

systems to design their own curriculum and make
their own staffing decisions. Favorable
Based on this description, do you have a favorable or
unfavorable opinion of charter schools? Favorability toward Charter

Schools

KEATING CLCS Colorado Statewide Poll — August 2025




A majority of voters believe charter schools help students find
their passion, have smaller class sizes, and are a good option for students in
disadvantaged communities

Charter schools ...

Agree

Disagree

. help students find their passion in the arts, sciences, sports, and languages.

... have smaller class sizes, and a close-knit community of teachers and students.

16%

27%

19%

12%

... should receive the same per-student funding as other public schools.

... are a high-quality public education option for students in areas with low-

performing schools.

... are a high-quality public education option for students in low-income and

underserved communities.

... are held to the same performance standards as other public schools.

9%

23%

17%

18%

30%

21%

28%

28%

... produce better educational outcomes compared to other public schools.

KEATING

CLCS Statewide Poll - December 2024

29%

AV




Nearly half of voters believe Amendment 80 failed because it diverted
funding from public schools

It diverted funding from public schools
to private schools

In the November election, ... Colorado already has school choice

Amendment 80 was rejected by a
majority of Colorado voters. Which It created a school voucher system
one of the following is the main

reason why you think Amendment It amended the state constitution
80 failed?

It expanded the right to school choice

Don't know

KEATING  CLCS Statewide Poll - December 2024




LEGISLATIVE AGENDA & RESOURCES

VP OF POLICY

--------
------
----



Policy Agenda & Legislative Resources

*Shaping the Agenda: Focus areas include authorizing
reform, charter facilities and funding, and regulatory relief.

*Your Input Matters: \What priorities should the League
advance in the coming year?

*Practical Tools: One-pagers explain recent education laws
and their impact on your school.




Caymin Harper




Join us for the

Leadership Summit
October 10, 2025

The Ritz-Carlton, Denver
9:00 am - 5:00 pm MDT
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https://coloradoleague.org/events/leadership-summit-2025.html

Join us for Advocacy Day
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Join us for the

The Colorado Charter Schools
Annual Conference

February 25-27, 2026 | ‘ '
Denver Marriott Tech Center
—_ - ’;‘

9.8 =
“If you want to go fast, go alone. . ‘
‘ (& J (‘ ( "; ‘ "i;‘!l]; ) l' .‘|‘. ::. ) l "".
‘ CHARTER SCHOOLS

-

If you want to go far, go together.”
- African proverbd



https://coloradoleague.org/events/ac26.html




The Following Topics:

Virtual Enrolilment & Communications
Peer-to-peer connection Operations & Finance
Sharing resources Human Resources
Regularly scheduled Board Governance
o Monthly or quarterly School Leadership (EDs,
Open to all Preschool, Rural, SPED)

FREE: Included with membership LAUNCH: New School Cohorts

coloradoleague.org/resources/learning-communities.html

( COLORADO LEAGUE of

CHARTER SCHOOLS



Technical Assistance Future Opportunities

* Foundations of Charter Leadership and « Communities of Practice
Administration
* Two-Year Track — For established schools,

featuring coaching and PD spread across two * Workshops and Trainings
years.

* 1:1 Intensive Coaching

One-Year Track — For founding leaders pre-launch,

with focused support during the critical start-up
year.

GALS I 201 3'2014 Applicant (@\// COLORADO LEAGUE of

CHARTER SCHOOLS
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On Demand Trainings

26 — Trained and Onboarded Board Training
Facilitators

13 — Facilitated and Scheduled Trainings
4 — Hours of Average Service
ONE — 30-min connect to schedule and align!

Board Roles and Responsibilities
Finance Policies and Committee Coaching
School Leader Transition Planning
Strategic Planning

COLORADO LEAGUE of
(\/ CHARTER SCHOOLS



Updated Board Training Materials

Hi .

6 Modules / 24 Lessons / 6 Case
Studies

Comprehensive 240 Page
Playbook

New tools, templates, resources
and more

Annual reviews and updates

Starting Oct 2025, All publicly
available and free of charge

%

WHEN SHOULD ASCHOOL
REVIEWORADOPT
CURRICULUM?

» Assessment data reveals persistent
challenges

» Teachers request updates
» State standards change

« Legal mandates (e.g., READ Act)

THE BOARD'S ROLE:

Ask the school leader for

data on why teachers are
leaving. Conduct a
teacher satisfaction
survey if necessary.

Assess whether _
compensation, benefits,
or working conditions
need improvement.

‘Ensure policies exist for

teacher retention (e.g.,
competitive salaries,
professional

development, and

leadership opportunities.




CONTACT US

President
Dan Schaller | dschaller@coloradoleague.org

Chief of Staff / VP School Services
Dawna Taylor | dtaylor@coloradoleague.org

ADVOCACY AND POLICY
Regional Advocacy
Anne Keke | .advocacy@clcsaction.org

Legislation and Policy
Prateek Dutta | advocacy@coloradoleague.org

Civic Affairs and CLCS Action
Kyle DeBeer | advocacy@clcsaction.org

MEMBERSHIP and WEBSITE
General Questions
Staff | web@coloradoleague.org

ALL STAFF: Online at coloradoleague.org > about > who we are > league staff

SCHOOL SERVICES
Board Training, School HR, & Enrolilment Growth
Bill Knous | boardtraining@coloradoleague.org

Business and Operations Support
Jennifer Larson | business@coloradoleague.org

Academics & Exceptional Education
Karolina Villagrana | academic@coloradoleague.org

GRANTS & OTHER
Great Schools Colorado (CSP)
Tanesha Bell | greatschools@coloradoleague.org

League Operations & Finance
Mark Heffner | accounting@coloradoleague.org

Communications, Events & PR
Pete Mason | communications@coloradoleague.org
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(@ COLORADO LEAGUE of
CHARTER SCHOOLS

Questions: web@-coloradoleague.org
For more information, please visit:

[www.coloradoleague.orgj
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